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SUBJECT: PRESIDENT GEISEL'S VISIT TO THE U.K. 

REF: BRASILIA 3501 (NOTAL), BRASILIA 3803 

SUMMARY: PRESIDENT GEISEL'S VISIT TO THE UK CONSIDERED 
VERY SUCCESSFUL BY BRITISH OFFICIALS. PROGRESS ON 
ECONOMIC COOPERATION AGREEMENTS HAILED IN PRESS AS HOLD- 
ING POSSIBILITY POR SUBSTANTIAL BEREPITS TO UK INDUSTRY. 
BRAZILIAN CONCERN OVER HMG DECISION TO IMPOSE EXTRA DUTY 
ON CERTAIN BRAZILIAN SHOE EXPORTS DID NOT MATERIALLY 
APFECT VISIT. DEMONSTRATIONS BY LEFT WING OPPOSITION TO 
GEISEL REGIME HAD LITTLE IMPACT. END SUMMARY. 

1 . FOR AN OCCASION THAT COULD HAVE BEEN UNCOMFORTABLY 
INCONSEQUENTIAL, PRESIDENT GEISEL'S STATE VISIT TO 
LONDON CAME OFP AS A MARKED SUCCESS POR BOTH PARTIES. 
CONPIDENTIAL 
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BRITISH AND BRAZILIAN OBJECTIVES, AT LEAST IN THE OPIN- 
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ION OF WHITEHALL, WERE ATTAINED IN CIRCUMSTANCES THAT 
MIGHT HAVE COOLED RATHER THAN WARMED THE FLEDGLING 
RELATIONSHIP. THE TRIP ITSELF SPRANG MORE FROM AN 
ECONOMIC THAN A POLITICAL PRETEXT, AND TALKS REFLECTED 
THIS PREOCCUPATION. OSTENSIBLY PAYING A RETURN VISIT 
EOR THE QUEEN'S TRIP TO BRAZIL IN 1968, PRESIDENT GEISEL 
WAS APPARENTLY PERSUADED BY HIS ADVISORS TO ADD THE 
UNITED KINGDOM TO HIS EUROPEAN ITINERARY IN AN ATTEMPT 
TO EXPAND BRAZIL'S GLOBAL CREDENTIALS. THE PRESIDENT 
ALSO INTENDED TO GIVE SOME SUBSTANCE TO THE GENERALIZED 
MEMORANDUM OE UNDERSTANDING REACHED BETWEEN THE TWO 
COUNTRIES LAST OCTOBER. (THE BRAZILIANS HAD ORIGINALLY 
PROPOSED TO THEN MINISTER OF TRADE PETER SHORE A MORE 
EORMAL JOINT COMMISSION, BUT THE LACK OE BRITISH ENTHU- 
SIASM LED TO THE LOOSER ARRANGEMENT OE A MEMORANDUM.) 
THE BRITISH REGARD THE MEMORANDUM AS CONTAINING "A LOT 
OE ELANNEL," BUT RECOGNIZED THAT ITS PROVISION EOR 
PERIODIC CONSULTATIONS COULD PROVE USEEUL. AND SO, 

WITH AN EYE MORE ON THE POSSIBILITY OF TRADE AND LESS ON 
THE POLITICAL OBJECTIONS OE THE LEFT-WING OE THE PARTY, 

THE LABOR GOVERNMENT RECOMMENDED TO THE QUEEN THAT 
GEISEL COME TO LONDON. 

2. BILATERAL TRADE DOMINATED THE TALKS BETWEEN THE TWO 
PARTIES. THE BRITISH POUND THE MEMORANDUM POLITICALLY 
USEEUL IN DEPUSING PROBLEMS THAT OTHERWISE MIGHT HAVE 
SOURED RELATIONS. THE UK, EOR EXAMPLE, HAD IMPOSED A 
PROVISIONAL COUNTERVAILING DUTY OP 16 PERCENT ON IMPORTS 
OP BRAZILIAN MEN'S LEATHER PASHION FOOTWEAR JUST PRIOR TO 
GEISEL'S ARRIVAL IN LONDON. DURING LONG TALKS, IT WAS 
EMPHASIZED THAT THIS ACTION WAS PROVISIONAL AND THAT THE 
SUMS PAID WERE REFUNDABLE SHOULD THE CASE NOT BE SUB- 
STANTIATED. THE BRAZILIANS ACCEPTED THE BRITISH ARGUMENT 
THAT CONTINUED IMPORTS IN THIS SPECIFIC CATEGORY WOULD 
CAUSE THE CLOSURE OP TWO ERGLISH PACTORIES. AGREEMENT 
WAS REACHED THAT OPPICIALS SHOULD MEET AGAIN SOON TO 
RESOLVE THIS PROBLEM. (PYI: BRITISH ACTION TAKEN UNDER 
CUSTOMS DUTIES (DUMPING AND SUBSIDIES) ACT 1969. ONE 
UK PIRM (TWO FACTORIES) AND SOME 600 JOBS IN A CHRONI- 
CALLY DEPRESSED AREA INVOLVED IN COMPLAINT. ACCORDING 
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TO DEPARTMENT OP TRADE PRIMA PACIE EVIDENCE INDICATES 
THAT EXPORTS TO THE UK OP MEN'S PASHION LEATHER POOTWEAR 
PROM BRAZIL RECEIVE GOVERNMENT SUBSIDIES OP AT LEAST 
UP TO 18 PERCENT OP THE POB VALUE (APPROX. 16 PERCENT 
AT THE CIP LEVEL). THIS SUBSIDIZATION RESULTS PROM 
CREDITS BEING GIVEN ON EXPORT SALES EQUAL TO THE IRTER,AL 
TAXES PAID (WHICH ARE ALSO REPUNDED TO EXPORTERS) AND 
PROM THE OROPITS OR SUCH SALES BEING EXEMPT PROM CORPOR- 
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ATE INCOME TAX. CASE HAS THU.S BEEN ACCEPTED FOR FU:LL 
INVESTIGATION AND PROVISIONAL (3 MONTHS FROM APRIL 29) 
DUTY CHARGED. END FYI.) ECONOMICS ASIDE, THE BRITISH 
FOUND THE BRAZILIANS ANXIOUS TO DEFUSE THIS OUTSTANDING 
PROBLEM AND SKILLFUL IN THEIR NEGOTIATIONS. IN OTHER 
MORE SUBSTANTIAL TRADE TALKS THAT LASTED THROUGH THE 
FINAL NIGHT OF THE VISIT, THE BRAZILIANS CONSTANTLY 
SHOWED THEMSELVES TOUGH AND REALISTIC BARGAINERS, AND 
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THE ECONOMIC SUCCESS OF THE TALKS CAME WITHIN A GERUINE- 
LY COOPERATIVE POLITICAL CONTEXT. 

3. THESE TALKS WERE HELD BETWEEN PRESIDENT GEISEL AND 
HIS STAFF AND LEADERS FROM BOTH THE PUBLIC AND PRIVATE 
SECTORS OF BRITISH IRDUSTRY LEAD BY THE SECRETARY OF 
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STATE FOR INDUSTRY ERIC VARLEY. THERE WAS PARTICULAR 
INTEREST SHOWN IN FIELDS OF STEEL, ENGINEERING GOODS, 

PETRO CHEMICALS, FERTILIZERS, BAUXITE AND ALUMINUM. 

TALKS WERE ALSO HELD WITH LEADING BRITISH BANKERS. TWO 
MEMORANDA OF UNDERSTANDING WERE SIGNED BEFORE THE PRESI- 
DENT'S DEPARTURE THAT SET THE TERMS OF AGREEMENT FOR 
BRITISH INVOLVEMENT IN BRAZIL'S STEEL AND RAIL DEVELOP- 
MERT PLANS. COVERED UNDER THESE MOU'S WHICH HAVE BEEN 
APPROVED BY THE EXPORT CREDIT GUARANTEE DEPARTMENT ARE 
THE FOLLOWING AGREEMENTS: 
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(A) DAVEY ASHMORE INTERNATIONAL LTD. AND MORGAN 
GRENFELL LTD. WILL LEAD EUROPEAR PARTICIPATION IN THE 
CONSTRUCTION OF NEW 900 MILLION POUND STEEL WORKS KNOWN 
AS ACOMINAS IN THE STATE OF MINAS GERAIS. THE VALUE OF 
FINANCING AND SUPPLY OF IMPORTED EQUIPMENT WILL AMOUNT 
TO ABOUT FIVE HUNDRED MILLION POUNDS. ORDERS FOR BRITISH 
GOODS AND SERVICES WILL BE PLACED TO THE VALUE OF AT 
LEAST ONE HUNDRED MILLION POUNDS. 

(B) BRAZILIAN SEC GEN MINISTRY OF INDUSTRY AND 
TRADE ON BEHALF OF SIDERBRAS, THE BRAZILIAN NATIONAL 
STEEL COMPANY, AND BARING BROTHERS AND CO., LTD. SIGNED 
AN AGREEMENT ON A FIFTY MILLION POUND LINE OF CREDIT TO 
FINANCE THE PURCHASE OF BRITISH EQUIPMENT FOR THE 
BRAZILIAN STEEL INDUSTRY. 

(C) BRITISH STEEL CORPORATION AND THE BRAZILIAN 
NATIONAL STEEL COMPANY RATIFIED A PREVIOUSLY DISCUSSED 
AGREEMENT ON TRANSFER OF TECHNOLOGY RELATED TO THE CON- 
STRUCTION OF OFF-SHORE PLATFORMS. A PRICE TAG WAS NOT 
PUT ON THIS AGREEMENT. 

(D) THE BRAZILIAN FEDERAL RAIL NETWORK, GENERAL 
ELECTRIC COMPANY LTD., AND THE MERCHANT BANKERS, N. M. 
ROTHSCHILD AND SON, REACHED AGREEMENT ON A PACKAGE FOR 
THE SUPPLY AND FINANCING OF EQUIPMENT AND SERVICES FOR 
THE BELO HORIZONTE- VOLTA REDONTA "STEEL RAILWAY" TOGETHER 
WITH COMPLIMENTARY RAIL LINKS. TOTAL VALUE OF THIS 
PACKAGE THOUGHT TO BE IN REGION OF ONE HUNDRED MILLION 
POUNDS. GEC WILL HAVE OVERALL SUPPLY RESPONSIBILITIES 

BUT IT'S EXPECTED THAT OTHER BRITISH FIRMS WILL BE IN- 
VOLVED AS SUBCONTRACTORS. 

(E) LLOYD'S BANK INTERNATIONAL AND BRAZIL'S 
NATIONAL BANK FOR ECONOMIC DEVELOPMENT (BNDE) HAVE 
ARRANGED A TWENTY MILLION POUND LINE OF CREDIT FOR THE 
PURCHASE IN BRITAIN OF CAPITAL GOODS AND EQUIPMENT FOR 
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MEDIUM-SIZED I-DUSTRIAL PROJECTS SUPPORTED BY THE BNDE. 
CONTRACTS UNDER THIS LINE OF CREDIT ARE TO BE PLACED BY 
1978. 
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4. GEISEL ALSO MET WITH THE SECRETARY OF STATE FOR 
ENERGY ANTHONY BENN IN WHAT WERE DESCRIBED AS WIDE-RANG- 
ING AND USEFUL DISCUSSIONS ON ENERGY MATTERS, PARTICU- 
LARLY THE DEVELOPMENT OF BRAZILIAN OIL RESOURCES. IT WAS 
AGREED THAT A CLOSER RELATIONSHIP BETWEEN PETROBRAS AND 
THE BRITISH NATIONAL OIL CORPORATION SHOULD BE EN- 
COURAGED. GEISEL SAID HE WOULD SEND A MISSION TO DIS- 
CUSS COOPERATION WITH BNOC, AND IT'S ANTICIPATED THAT 
BENN WILL VISIT BRAZIL WITHIN THE NEXT SIX MONTHS. THE 
UNPUBLISHED COMMUNIQUE ISSUED AT THE CLOSE OF MEETINGS 
STATED THAT GEISEL AND BENN LOOK FORWARD TO INCREASED 
CONTRIBUTIONS BY BRITISH COMPANIES TO THE DEVELOPMENT 

OF THE BRAZILIAN OIL INDUSTRY THROUGH RISK SHARING CON- 
TRACTS AND THE APPLICATION OE NORTH SEA EXPERIENCE TO 
THE EXPLOITATION OF BRAZIL'S OFF-SHORE ENERGY RESOURCES. 
WHILE DISCUSSION OF INTERNATIONAL ENERGY MATTERS WAS 
LARGELY CONFINED TO GENERALITIES, GEISEL'S COMMENTS ON 
CIEC, INCLUDING OIL PRICING, QUESTIONS WERE IN LINE 
WITH QUIETLY HELPFUL BRAZILIAN POSTURE. ACCORDING TO 
DEPARTMENT OF ENERGY SOURCES, THERE WAS NO DISCUSSION 
TOUCHING ON URENCO. 

5. IN ADDITION TO BENN'S ANTICIPATED VISIT, IT WAS 
ANNOUNCED THAT UK MINISTER OF AGRICULTURE FRED PEART WILL 
VISIT BRAZIL IN AUGUST TO ATTEND THE PORTO ALEGRE INTER- 
NATIONAL AGRICULTURE SHOW. ALSO, THE BRITISH OVERSEAS 
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TRADE BOARD WILL HOLD A SEMINAR IN LONDON ON TRADE BE- 
TWEEN BRITAIN AND BRAZIL ON JUNE 21 AT WHICH BRAZILIAN 
MINISTER FOR PLANNING WILL BE PRINCIPAL SPEAKER. 

PINALLY, PRESIDENT GEISEL HAS INVITED THE PRINCE OP 
WALES TO VISIT BRAZIL AND HRH HAS ACCEPTED POR A PUTURE 
DATE TO BE AGREED UPON. 

6. LEPT-WING OBJECTIONS TO THE VISIT DID NOT MATERIALIZE 
IN ANY SIGNIPICANT WAY. DEMONSTRATIONS WERE PEW IN NUM- 
BER AND WELL-CONTROLLED. THE RESPONSIBLE PRESS EMPHA- 
SIZED THAT GRITAIN IS A TRADING NATION WHICH TRADITIONAL- 
LY HAS NOT HUNG POLITICAL QUALIPICATIONS ON ECONOMIC 
OPPORTUNITIES, AND WHICH PRESENTLY COULD SCARCELY AFPORD 
TO DO SO. MORE CONSERVATIVE NEWSPAPERS STRUCK AT THE 
HYPOCRISY OP THOSE OBJECTING TO GEISEL BUT WHO UTTERED 
NOT A WORD SIX WEEKS AGO WHEN SOVIET POREIGN MINISTER 
CONPIDENTIAL 
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GROMYKO VISITED BRITAIN. IN THE END, PUBLIC AND PARTY 
CRITICISM OP GEISEL WAS MUTED AND ULTIMATELY OVERSHADOWED 
BY THE OBVIOUS ECONOMIC BENEPITS OP THE TALKS. IN THE 
CORRIDORS, MINISTERS DID RAISE THE QUESTION OP HUMAN 
RIGHTS WITH THEIR BRAZILIAN COUNTERPARTS WHO IN TN 
RECOGNIZED THAT THE ISSUE COULD NOT BE IGNORED FOR 
REASONS OP DOMESTIC BRITISH POLITICS. THEY RECEIVED THE 
VARIOUS INQUIRIES WITH GOOD GRACE BUT RESPONDED ONLY 
THAT HUMAN RIGHTS IS A MATTER OP "NATIONAL RESPONSIBIL- 
ITY." THE BRAZILIANS WERE CLEARLY RELIEVED THAT THE 
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ISSUE FAILED TO CLOUD THE VISIT AND COUNTED THIS FACT AS 
A REAL SUCCESS. 

7. GENUINE POLITICAL CORSULTATIONS OCCUPIED LITTLE 
MINISTERIAL TIME. THE BRITISH FOUND THEIR VISITORS 
UNACCUSTOMED TO WIDE-RANGING DISCUSSIONS ON GLOBAL ISSUES 
BUT ANXIOUS TO TALK. ON DETENTE, CHINA, AND THE MIDDLE 
EAST, THE BRAZILIANS LISTENED CAREFULLY TO BRITISH PRE- 
SENTATIONS AND OFFERED THEIR OWN VIEWS. ON BELIZE, THE 
FALKLAND ISLANDS, AND THE NORTH-SOUTH DIALOQUE, THE 
BRITISH WERE IMPRESSED BY BRAZILIAN UNDERSTANDING AND 
MODERATIOR, AND THEIR WILLINGNESS INSOFAR AS POSSIBLE TO 
ACT AS A BRIDGE ON THESE QUESTIONS. BRITISH/BRAZILIAN 
INTERESTS MOST OVERLAPPED ON AFRICAN ISSUES. THE 
BRAZILIANS SHOWED A THOROUGH COMPREHENSION OF THE DIFFI- 
CULTIES IN RHODESIA AND OFFERED THE BRITISH INFORMED AND 
SOPHISTICATED ADVICE ON ANGOLA, ESPECIALLY EMPHASIZING 
THE IMPORTANCE OF THE WEST'S RESPONDING TO NETO. WHILE 
NOTHING CONCRETE CAME FROM THESE GENERAL DISCUSSIONS, 
WHITEHALL BELIEVES THEY REVEALED THE "NEW BRAZIL," AN 
EMERGING NATION OF INCREASINGLY GLOBAL INTERESTS AND 
VIEWS WHICH MORE AND MORE COUNTS ITSELF IN THE CAMP OF 
DEVELOPED WESTERN SOCIETY. 

8. SINCE DRAFTING ABOVE, WE HAVE RECEIVED CONFIDENTIAL 
INTERNAL DEPT OF TRADE MEMO DESCRIBING COUNTERVAILING 
DUTY DETERMINATION DISCUSSED PARA 2. COPIES BEING 
POUCHED TO DEPARTMENT AND BRASILIA. 
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